111TH CONGRESS
1st Session

REVIEW No.

} HOUSE OF REPRESENTATIVES { 11-7238

OFFICE OF CONGRESSIONAL ETHICS
UNITED STATES HOUSE OF

REPRESENTATIVES

Report and Findings

Transmitted to the

Committee on Standards of Official Conduct

on

and released publicly pursuant to H. Res. 895 of the

110th Congress as amended







REVIEW No.
11-7238

111TH CONGRESS

1st Session } HOUSE OF REPRESENTATIVES {

OFFICE OF CONGRESSIONAL ETHICS
UNITED STATES HOUSE OF
REPRESENTATIVES

Report and Findings

Transmitted to the
Committee on Standards of Official Conduct
on

and released publicly pursuant to H. Res. 895 of the
111th Congress as amended

U.S. GOVERNMENT PRINTING OFFICE
67439 WASHINGTON : 2010




OFFICE OF
CONGRESSIONAL ETHICS
BOARD

UNITED STATES HOUSE OF REPRESENTATIVES
ONE HUNDRED ELEVENTH CONGRESS

DAVID SKAGGS, Chair
PORTER GOSS, Co-Chair
YVONNE BURKE
KAREN ENGLISH
ALLISON HAYWARD
JAY EAGEN

WILLIAM FRENZEL
ABNER MIKVA

Omar S. Ashmawy, Chief Counsel & Staff
Director
Kedric L. Payne, Investigative Counsel

Im)



REPORT

Review No. 11-7238

The Board of the Office of Congressional Ethics, by a vote of no
less than four members, on April 29, 2011, adopted the following
report and ordered it to be transmitted to the Committee on Ethics
of the United States House of Representatives.

SUBJECT: Greg Hill

NATURE OF THE ALLEGED VIOLATION: Greg Hill disclosed
outside earned income of $26,500 on his Calendar Year 2009 Fi-
nancial Disclosure Statement from Representative Michael
McCaul’s campaign committee, McCaul for Congress, Inc. Mr. Hill
was considered “senior staff” in 2009 and subject to the outside
earned income limit of $26,550. However, Mr. Hill received $32,000
from McCaul for Congress, Inc., $5,450 over the 2009 limit. In Feb-
ruary 2011, Mr. Hill paid back $4,831.45 to McCaul for Congress,
Inc.

If Mr. Hill received more than $26,550 of outside earned income
from McCaul for Congress, Inc. in 2009, he may have violated
House rules, standards of conduct, and federal law.

RECOMMENDATION: The Board of the Office of Congressional
Ethics recommends that the Committee on Ethics further review
the above allegations because there is a substantial reason to be-
lieve that in 2009 Greg Hill received more than $26,550 of earned
outside income from McCaul for Congress, Inc., in violation of
House rules, standards of conduct, and federal law.

VOTES IN THE AFFIRMATIVE: 5

VOTES IN THE NEGATIVE: 1

ABSTENTIONS: 0

MEMBER OF THE BOARD OR STAFF DESIGNATED TO
PRESENT THIS REPORT TO THE COMMITTEE ON ETHICS:
Omar S. Ashmawy, Staff Director & Chief Counsel.
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FINDINGS OF FACT AND CITATIONS TO LAW

Review No. 11-7238

On April 29, 2011, the Board of the Office of Congressional Eth-
ics (the “Board”) adopted the following findings of fact and accom-
panying citations to law, regulations, rules, and standards of con-
duct (in italics). The Board notes that these findings do not con-
stitute a determination that a violation actually occurred.

I. INTRODUCTION
A. SUMMARY OF ALLEGATIONS

1. Greg Hill disclosed outside earned income of $26,500 on his
Calendar Year 2009 Financial Disclosure Statement from Rep-
resentative Michael McCaul’s campaign committee, McCaul for
Congress, Inc. Mr. Hill was considered “senior staff” in 2009 and
subject to the outside earned income limit of $26,550. However, Mr.
Hill received $32,000 from McCaul for Congress, Inc. In February
2011, Mr. Hill paid back $4,831.45 to McCaul for Congress, Inc.
Therefore, the Board recommends that the Committee on Ethics
further review the above allegations because there is a substantial
reason to believe that in 2009 Greg Hill received more than
$26,550 of earned outside income from McCaul for Congress, Inc.,
in violation of House rules, standards of conduct, and federal law.

B. JURISDICTIONAL STATEMENT

2. The allegations that were the subject of this review concern
Greg Hill, an employee of the United States House of Representa-
tives. The Resolution the United States House of Representatives
adopted creating the Office of Congressional Ethics (“OCE”) directs
that, ‘n]o review shall be undertaken . . . by the board of any al-
leged violation that occurred before the date of adoption of this res-
olution.”! The House adopted this Resolution on March 11, 2008.
Because the conduct under review occurred after March 11, 2008,
the OCE has jurisdiction in this matter.

C. PROCEDURAL HISTORY

3. The OCE received a written request for a preliminary review
in this matter signed by at least two members of the Board on Jan-
uary 24, 2011. The preliminary review commenced on January 25,
2011.2 The preliminary review was scheduled to end on February
23, 2011.

1H. Res. 895, 110th Congress § 1(e), as amended (the “Resolution”).
2A preliminary review is “requested” in writing by members of the Board of the OCE. The
request for a preliminary review is “received” by the OCE on a date certain. According to the

Continued
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4. At least three members of the Board voted to initiate a sec-
ond-phase review in this matter on February 22, 2011. The second-
phase review commenced on February 24, 2011.3 The second-phase
review period ended on April 9, 2011.

5. Pursuant to Rule 9(B) of the OCE Rules for the Conduct of In-
vestigations, Mr. Hill submitted a written statement to the Board
on April 26, 2011.

6. The Board voted to refer the matter to the Committee on Eth-
ics and adopted these findings on April 29, 2011.

7. The report and findings were transmitted to the Committee
on Ethics on May 18, 2011.

D. SUMMARY OF INVESTIGATIVE ACTIVITY

8. The OCE requested and received documentary evidence from
the following sources:
(1) Greg Hill; and
(2) Campaign Financial Services.
9. The OCE requested and received testimonial from the fol-
lowing sources:
(1) Greg Hill; and
(2) Financial Manager, Campaign Financial Services.

II. GREG HILL’S 2009 OUTSIDE EARNED INCOME
A. LAWS, REGULATIONS, RULES, AND STANDARDS OF CONDUCT

10. House Rule 25, clause 1(a)(1) states that “[e]xcept as provided
by paragraph (b), a Member, Delegate, Resident Commissioner, offi-
cer, or employee of the House may not—have outside earned income
attributable to a calendar year that exceeds 15 percent of the annual
rate of basic pay for level II of the Executive Schedule under section
5313 of title 5, United States Code, as of January 1 of that calendar
year. . . .”

11. The Ethics in Government Act states that “[except as pro-
vided by paragraph (2), a Member or an officer or employee who is
a noncareer officer or employee and who occupies a position classi-
fied above GS15 of the General Schedule or, in the case of positions
not under the General Schedule, for which the rate of basic pay is
equal to or greater than 120 percent of the minimum rate of basic
pay payable for GS15 of the General Schedule, may not in any cal-
endar year have outside earned income attributable to such cal-
endar year which exceeds 15 percent of the annual rate of basic pay
for level II of the Executive Schedule under section 5313 of title 5,
United States Code, as of January 1 of such calendar year.”4

12. “[T]he outside earned income limit for Members and senior
staff for calendar year 2009 [was] $26,550.”5

Resolution, the timeframe for conducting a preliminary review is thirty days from the date of
receipt of the Board’s request.

3 According to the Resolution, the Board must vote on whether to conduct a second-phase re-
view in a matter before the expiration of the thirty-day preliminary review. If the Board votes
for a second-phase, the second-phase begins when the preliminary review ends. The second-
phase review does not begin on the date of the Board vote.

45 U.S.C. app. 4 §501(a)(1).

5 Memorandum from Committee on Standards of Official Conduct for All Members, Officers,
and Employees, dated February 12, 2009 (Exhibit 1 at 11-7238—002-03).
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B. GREG HILL RECEIVED OUTSIDE EARNED INCOME IN 2009 FROM
MCCAUL FOR CONGRESS, INC.

13. Greg Hill is the Chief of Staff for Representative Michael
McCaul.b

14. As Chief of Staff, among other duties, Mr. Hill ensures that
the staff for Representative McCaul completes their required ethics
training.” He does not train the staff personally, but invites a coun-
sel from the Committee on Ethics to conduct the training.8

15. Mr. Hill recalled receiving both the general House employee
and Senior Staff ethics training in 2008 and 2009.°

16. Mr. Hill also works for Representative McCaul’s campaign,
McCaul for Congress, Inc.10 Although he does not have a formal
title with the campaign, he has the responsibilities of a campaign
director.1l Mr. Hill has had these responsibilities since he began
working for Representative McCaul in 2006.12 His duties with the
campaign include supervising campaign functions, assuring that
vendors get paid, and making certain that staff operates effec-
tively.13

17. Although Representative McCaul ultimately makes final de-
terminations on his campaign activities, Mr. Hill generally has the
final say regarding campaign expenditures.14 Salaries for campaign
staff are approved by Representative McCaul and administered by
a private firm, Campaign Financial Services (“CFS”).15

6 Memorandum of Interview of Greg Hill, March 15, 2011 (“Hill MOI”) (Exhibit 2 at 11-7238—
005).

71d.

81d.

91d. at 11-7238—007.

10]d. at 11-7238—005.

11]d.

121d.
131d.

14 Id

15]4. at 11-7238—006.
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18. According to his “W-2¢” Corrected Wage and Tax Statement
shown below,16 and the CFS Financial Manager working with Mr.
Hill on his account,'? in 2009 Greg Hill received outside earned in-
come from McCaul for Congress, Inc., totaling $32,000. Mr. Hill re-
ceived $32,000 in 2009, $14,000 in “bonus” money and $18,000 in
salary (a rate of $1,500 per month).18

© Tawyear/For sorrectsd

Butt

g X ndt &) 1
Praviously reported Correct information Previously reported
Wages, tips, oihar sornpansation aipensation ] 2 Federal mosme tax wahheid

@

C. GREG HILL DISCLOSED $26,500 IN OUTSIDE EARNED INCOME ON HIS
CALENDAR YEAR 2009 FINANCIAL DISCLOSURE STATEMENT

19. Mr. Hill filed a Calendar Year 2009 House Financial Disclo-
sure Statement as required for “senior staff.” 19

20. On his Calendar Year 2009 Amended Financial Disclosure
Statement, Mr. Hill disclosed $26,500 in outside earned income
from McCaul for Congress, Inc.20

| e GREG HiCL 28|

List the source, type, and amount of earned income from any source {other than the filer's current employment by the U.S. Government) totaliing $20C or
more during the precading calendar year. For a spouse, list the source and amount of any hororaria; list only the source for other spouse eamed income
exceeding $1.000. See exampies beiow.

Exclude: Military pay (such as National Guard or Reserve pay), tederal retirement programs, and benefits received under the Social Security Acl.

SCHEDULE | — EARNED INCOME

Source

Kgere State

Examples:

Ontaria Gount d of Education

| McCand - Conpposs

21. The $26,500 figure disclosed above is inconsistent with the
$32,000 of outside earned income Mr. Hill received in 2009, as
shown by tax documents and witness testimony.

16 Greg Hill’'s 2009 W—2¢ Corrected Wage and Tax Statement (Exhibit 3 at 11-7238—009).

17Memorandum of Interview of CFS Financial Manager, March 23, 2011 (“Financial Manager
MOYI”) (Exhibit 4 at 11-7238—012).

18]d.; Hill MOI (Exhibit 2 at 11-7238—007).

19House Ethics Manual 248 (2008).

20 Greg Hill’s Calendar Year 2009 Amended Financial Disclosure Statement (Exhibit 5 at 11—
7238—014).
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D. GREG HILL EXCEEDED THE 2009 OUTSIDE EARNED INCOME LIMIT

22. Mr. Hill told the OCE that he directed CFS to abide by the
annual outside earned income limit.21

23. The CFS Financial Manger told the OCE that he did not
monitor the outside earned income limit because Mr. Hill was the
only campaign employee who received a salary in addition to a
bonus from the campaign.22 The first time the CFS Financial Man-
ager became aware of the outside earned income limit was around
March 2010, when Mr. Hill informed him of the limit.23

24. Mr. Hill explained that once he became aware that he was
over the 2009 outside earned income limit, CFS told him a cor-
rected W-2 would be issued. The corrected W-2 would display
$26,500 in outside earned income and that CFS would file the ap-
propriate corrected paperwork with the IRS.2¢ However, Mr. Hill
remained in receipt of the $32,000.25

25. Mr. Hill did not explain why he continued to disclose $26,500
on this Calendar Year 2009 Financial Disclosure Statements while
receiving $32,000 in outside earned income, in 2009.

26. On February 15, 2011, nearly eleven months after becoming
aware of being over the outside earned income limit, Mr. Hill wrote
a $4,831.45 check (shown below) to McCaul for Congress, Inc.26 Mr.
Hill told the OCE that the amount on the check represents the
amount CFS told him to pay back to the campaign.2? Mr. Hill be-
lieved the number represents the difference between the $32,000
paid to Mr. Hill in 2009 by McCaul for Congress, Inc., and the
$26,500 amount initially reported on his Calendar Year 2009 Fi-
nancial Disclosure Statements, minus taxes previously withheld.28

AMOUNT
e 4,831.45

CCAUL FOR CONGRESS, ING,**

RE: GREG BILL

21 Hjll MOI (Exhibit 2 at 11-7238—007).

22 Financial Manager MOI (Exhibit 4 at 11-7238—012).

23]d.

24 Hill MOI (Exhibit 2 at 11-7238—006).

25 As discussed in these findings, Mr. Hill issued a $4,831.45 check to McCaul for Congress,
Inc. in February 2011. This payment does not resolve the fact that Mr. Hill actually received
$32,000 in outside earned income in 2009. The OCE does not take a position on whether this
repayment to the campaign committee is legally permissible or counts against income Mr. Hill
received in 2009.

26 Check from Greg Hill to McCaul for Congress, Inc., February 15, 2011 (Exhibit 6 at 11—
7238—024).

27Hill MOI (Exhibit 2 at 11-7238—007).

28]d.
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III. CONCLUSION

27. In 2009, Mr. Hill received $32,000 from McCaul for Con-
gress, Inc., $5,450 over the 2009 House of Representatives outside
earned income limitation.

28. The Board recommends that the Committee on Ethics fur-
ther review the above allegations because there is a substantial
reason to believe that in 2009 Greg Hill received more than
$26,550 of earned outside income from McCaul for Congress, Inc.
in violation of House Rule 25, clause 1(a)(1) and 5 U.S.C. app. 4
501(a)(1).
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U.S. Houge of Repregentatives

COMMITTEE ON STANDARDS OF
OFFICIAL CONDUCT

Washington, BC 20515

February 12, 2009
MEMORANDUM FOR ALL MEMBERS, OFFICERS, AND EMPLOYEES
FROM: Comimittee on Stand’;\ 5 i
Zoe Lofgren, Chair s
Jo Bonner, Ranking‘Republican Member ﬁ ’%91 i

SUBJECT: The 2009 Outside Eamed Income Limit and Salaries Triggering the Financial
Disclosure Requirement and Post-Employment Restrictions

Conduct

THE OUTSIDE EARNED INCOME LIMIT AND OUTSIDE EMPLOYMENT
RESTRICTIONS

By statutc and House rule, the amount of outside earned income that Members and
“senior staff” (as defined below) may have in any calendar year is limited. 5 17.5.C. app. 4
§ 501(a}(1); House Rule 25, cl. 1(a)(1). In addition to House Members, the limit applics to
House officers and employees who are paid at a rate equal to or greater than 120% of the
minimum pay for GS-15 of the general schedule for more than 90 days in a calendar year.
The GS-15, step 1 rate of basic pay for 2009 is $98,156 (locality pay is not considered in
making this determination). Accordingly, the outside earned income limit applies to House
officers and employees paid at or above the rate of $117,787 for more than 90 days in 2009.

The amount of the outside earned income limit for any year is 15% of the rate of pay
for Level IT of the Exccutive Schedule in effect on January 1 of the year. The rate of pay for
Executive Level I in 2009 is $177,000. Accordingly, the outside earned income limit for
Members and senior stafl for calendar year 2009 is $26,550.

Under clauses 1-4 of [louse Rule 25 and related provisions of statutory law, Mcmbers,
as well as officers and employees paid at or above the “senior staff” threshold rate, are also
subject to a number of specific limitations on the types of outside employment. Information
on these limitations is provided on pages 213 to 228 of the 2008 House Ethics Manual, which
is available on the Standards Committee website (ethics.house.gov). The Committee’s Officc
of Advice and Education (extension 5-7103) can provide further explanation.

— OVER -

11-7238_002
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FINANCIAL DISCLOSURE

The requirement to file a Financial Disclosure Statement applies both to Members and
to House officers and employees who are paid at a rate equal to or greater than 120% of the
minimum pay for GS-15 for at least 60 days at any time during a calendar year. 5U.S.C.
app. 4 § 109(13). As noted above, 120% of GS-15 is now $117,787, and thus House officers
and employees who are paid at or above that rate of pay (referred to as the “senior staff rate”)
for at least 60 days during 2009 must file a Financial Disclosure Statement in May 2010.
In addition, any new employee paid at that rate must file a new employee Financial
Disclosure Statement within 30 days of beginning House employment.

Please note that the requirement to file a Financial Disclosure Statement covering
calendar year 2008 applies to officers and employees who were paid at an annual rate of
$114,468 for at least 60 days in 2008. The annual Financial Disclosure Statements for 2008
are due on Friday, May 15, 2009 for those individuals who continue 1o be officers or
employees of the House on that date.

POST-EMPLOYMENT RESTRICTIONS

Members and officers of the House, as well as certain House employees, are subject to
post-employment restrictions on lobbying. 18 U.S.C. §207. A former employee of a
Member, committee, or leadership office is subject to the restrictions if, for at least 60 days
during the one-year period preceding termination of House employment, the employee was
paid at a ratc cqual to or greater than 75% of the basic rate of pay for Members at the time of
termination.

The basic rate of pay for Members in 2009 is $174,000. Therefore, the post-
employment threshold for employees who depart from a job in a Member, committee, or
leadership office during 2009 is $130,500. The iriggering salary for employees of other
House or legislative branch offices (such as the CBO, GAO, and Library of Congress) is
Level IV of the Executive Schedule, which for 2009 is $153,200. Information on the post-
employment restrictions applicable to Members and staff is available in a pair of Standards
Committee advisory memoranda, copies of which are available on the Committee website.

* k ok k%
CALENDAR YEAR 2009

OUTSIDE EARNED INCOME CAP $ 26,550

OUTSIDE EARNED INCOME AND

OUTSIDE EMPLOYMENT THRESHOLD ... ~$117,787

FINANCIAL DISCLOSURE THRESHOLD .....ccinieennnnnns $117,787
POST-EMPLOYMENT THRESHOLD

For employces of Member, committee, or leadership offices..... $130,500
For employees of “other legislative offices™ .......cocovcinnecncee $153,200

11-7238_003
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CONFIDENTIAL
Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

OFFICE OF CONGRESSIONAL ETHICS
UNITED STATES HOUSE OF REPRESENTATIVES

MEMORANDUM OF INTERVIEW

IN RE: Mr. Greg Hill

REVIEW No.: 11-7238

DATE: March 15, 2011

LOCATION: 1350 Connecticut Avenue, N.-W_, Suite 300
Washington, D.C. 20036

TIME: 3:10 p.m. to 4:00 p.m. (approximate)

PARTICIPANTS: Omar S. Ashmawy
Paul Solis

Robert Trout (counsel to Mr. Hill)

SUMMARY: Mr. Greg Hill is the Chief of Staff for Representative Michael McCaul. The OCE
requested an interview with the witness and he consented to an interview. The witness made the
following statements in response to OCE questioning:

1. The witness was given an 18 U.S.C. § 1001 warning and consented to an interview. The
witness signed a written acknowledgement of the warning, which will be placed in the
case file in this review.

2. The witness has worked for the Congressman as his chief of staff for about five years.
Prior to working for Rep. McCaul, the witness was the chief of staff for another
congressman. He held that position for approximately 15-16 months.

3. The witness’ current duties are typical of the chief of staff position. The witness receives
a payroll report every month, but does not manage the office’s MRA. Instead, the MRA
is managed by the firm Talent Paymaster. Talent Paymaster is affiliated with the
company that manages the accounting for Rep. McCaul’s campaign.

4. As part of his duties, the witness ensures that the staff completes their required ethics
training. He does not train them personally, but invites a counsel from the Committee on
Ethics to the office to conduct the training.

5. The witness works for Rep. McCaul’s campaign. Although he does not have a formal
title, he has the responsibilities of campaign director. He began those responsibilities
since he began working for Rep. McCaul in 2006. His duties include making sure
everything runs correctly, that vendors get paid, and that staff does what they need to do.
He makes sure the campaign is well run.

6. Although Rep. McCaul ultimately has the final say on his campaign activities, practically
speaking the witness has the final say regarding campaign expenditures. However, he
makes sure the Member is aware of the expenditures.

MOI -Page 1 of 3 OFFICE OF CONGRESSIONAL ETHICS

11-7238_005
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CONFIDENTIAL

Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

7. Salaries for campaign staff are approved by the Member and administered by a private
firm, Campaign Financial Services (CFS). The witness is not involved in the preparation
of Internal Revenue Service Form 1099 or W-2 for campaign employees.

8. Campaign Financial Services also ensures that all Federal Election Commission filings
are correct and on time. Although the campaign treasurer technically has a final review
of these filings, the witness is also copied on related correspondence.

9. In 2009, the witness did not know what was the outside earned income limit for the
House of Representatives. He did not recall it being covered in his ethics training.

10. The witness was shown a compilation of FEC filings by the McCaul campaign,
displaying salary payments to the witness totaling $28,384.06. This first time the witness
saw the figure was in the initial letter from the OCE. When he received that letter he
figured that amount was what the campaign paid him.

11. The witness was shown two W-2’s from 2009. The document (MCCAULO00103) was
the one the witness used to file his taxes that year. The second document (GH_072) is a
W-2 that the witness did not know was filed by the campaign, until he was notified by the
IRS. The witness did not know who created this document.

12. The witness also stated that in 2010 he was notified by the IRS that he had conflicting
W-2 forms for tax year 2008. After he was notified, he learned that CFS created a second
W-2. After he learned this, the witness asked CFS how he would be affected.

13. When filing his 2009 taxes in the spring of 2010, the witness received an email from CFS
indicating that there had been corrections and that there was a new W-2 for his salary
from the campaign. The witness wanted to ensure that his 2009 taxes were correct and in
the process for doing so realized that he was over the earned income limit for 2009. CFS
indicated to the witness that a corrected W-2 for 2009 would reduce his income to
$26,500 and that CFS and PayChex would correct and file the proper paperwork with the
IRS.

14. The witness was shown a 2009 W-2¢ (GH_001), corrected W-2 form. The witness
indicated he filed taxes for $32,000 in income from the campaign for the 2009 tax year.
Although this document indicates a “corrected” salary, the witness received $32,000 in
tax year 2009. The witness explained that although $3,000 was supposed to paid to him
in December 2008, he actually received it in January 2009.

15. The witness was shown a series of emails beginning with the document stamped
(GH_032). The witness explained that in following the 2008 election, the McCauls
wanted to pay him $20,000 dollars partly because that was what the other political
consultants received and partly as a success bonus. The witness had already received
$14,000 bonus. In order to pay him the additional $6,000, the campaign decided to pay
him $3,000 in November and $3,000 in December. However, the December 2008
payment was made in January 2009.

MOI —Page 2 of 3 OFFICE OF CONGRESSIONAL ETHICS

11-7238_006
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CONFIDENTIAL

Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

16. The witness then stated that the $32,000 he was paid in 2009 was made up of a monthly
payment of $1,500 (totaling $18,000) and a $14,000 bonus.

17. The witness was shown a check dated February 15, 2011 to the McCaul campaign
(MCCAUL000102) for $4,831.45. The witness said that the amount on the check represents the
amount CFS told him to pay back to the campaign. He believed it represents the net (minus the
taxes he paid) amount the witness was overpaid in 2009.

18. When asked if he still would have been over the earned income limit in 2009 even if he had not
been paid the $3,000 in January 2009, the witness said yes.

19. The witness was shown an email from April 13, 2010 (GH_18). The witness explained that in
between these emails he called the House of Representatives and asked what the outside earned
income limit was. As of April 13, 2010 he still did not know how much he was paid in 2009.

20. The witness never discussed what the total annual limit to his compensation from the campaign
ought to be. He just told them to abide by the limit. As a result, he thought the $32,000 was
correct.

2

. The witness remembered receiving both the general House employee and Senior Staff ethics
training in 2008 and 2009.

This memorandum was prepared on March 21, 2011 after the interview was conducted on March 15,
2011. I certify that this memorandum contains all pertinent matter discussed with the witness on March
15, 2011.

Omar S. Ashmawy
Staff Director and Chief Counsel

MOI —Page 3 of 3 OFFICE OF CONGRESSIONAL ETHICS
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CONFIDENTIAL
Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

OFFICE OF CONGRESSIONAL ETHICS
UNITED STATES HOUSE OF REPRESENTATIVES

MEMORANDUM OF INTERVIEW

IN RE: CFS Financial Manager
REVIEW No.: 11-7238

DATE: March 23, 2011
LOCATION: OCE Offices

425 3" Street, SW
Washington, DC 20024

TIME: 1:00 p.m. to 1:45 p.m. (approximate)
PARTICIPANTS:  Kedric L. Payne
Paul Solis

Ron Jacobs (CFS counsel)

SUMMARY: The witness is an employee of Campaign Financial Services (“CFS”) located in
Bethesda, Maryland. The OCE requested an interview with the witness on March 23, 2011, and
he consented to an interview. The witness made the following statements in response to OCE
questioning:

1. The witness was given an 18 U.S.C. § 1001 warning and consented to an interview. He
signed a written acknowledgement of the warning, which will be placed in the case file in
this review.

2. At CFS, the witness helps manage political campaign financial records. He receives
contributions, deposits, disburses checks, provides bookkeeping, and prepares Federal
Election Commission reports for review of the campaign treasurer. His title is a
“Financial Manager” and he has worked at CFS since 2006.

3. CFS has fifteen to twenty clients. There are four other financial managers.

4. In November 2008, Greg Hill sent an email to Mary Teague about win bonuses. He
requested $3,000 in November 2008, $3,000 in December 2008, and a $14,000 bonus for
January 2009.

5. Mr. Hill then requested that the November 2008 $3,000 payment be changed to $4,830.

6. Then, after the campaign requested that no payments be made in December 2008, the
$3,000 payment initially scheduled for December 2008, was paid in January 2009. That
request may have come from Mr. Hill.

MOI —Page 1 of 2 OFFICE OF CONGRESSIONAL ETHICS
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CONFIDENTIAL

Subject to the Nondisclosure Provisions of H. Res. 895 of the 110th Congress as Amended

The witness stated that Mr. Hill received $32,000 in 2009, $14,000 in bonus and $18,000
in salary (rate of $1,500 per month). This amount does not include the $3,000 initially
paid in January 2009 that was remitted back to 2008.

It was the witness’ understanding that Paychex would take the money out of Mr. Hill’s
account for $5,500. The witness stated that he never saw the payment happen and it “fell
through the cracks.”

The witness stated that sometime between April 13, 2010 and May 4, 2010, he had a
telephone discussion with Mr. Hill informing him that funds will be debited from his
account.

10. The witness then provided Mr. Hill with an “amended report” (employer’s withholding
report); the amended report was created in May 2010, at the same time Paychex
requested that the IRS pay a refund back to the McCaul campaign. Four months after the
May 4, 2010 letter was sent to the IRS requesting a refund for overstated payments, the
IRS paid back the McCaul campaign for the overstated wages.

. The witness did not recall any discussions with Mr. Hill from May 2010 until July 2010,
last time the witness and Mr. Hill would have discussed this matter.

12. The amount that should have been debited out of Mr. Hill’s account is represented on the
check (MCCAULO000102) from Mr. Hill to the McCaul campaign, dated February 15,
2011.

13. The witness believed that this amount reflects $5,500 minus taxes already paid on the
initial payment of $32,000.

14. The witness stated that Paul Ritacco was in contact with Mr. Hill about what he owed the
McCaul campaign.

15. The witness stated that he did not monitor the outside earned income limit because Mr.
Hill is the only one who gets a salary in addition to a bonus. The first time he would
have been aware of the outside earned income limit was around March 2010 when Mr.
Hill informed him of the limit.

This memorandum was prepared on March 29, 2011, based on the notes that the OCE staff
prepared during the interview with the witness on March 23, 2011. 1 certify that this
memorandum contains all pertinent matter discussed with the witness on March 23, 2011.

Paul Solis
Investigative Counsel
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